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REPORT

110TH CONGRESS
HOUSE OF REPRESENTATIVES 110-279

1st Session

DEPARTMENT OF DEFENSE APPROPRIATIONS BILL, 2008

JULY 30, 2007.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

Mr. MURTHA of Pennsylvania, from the Committee on
Appropriations, submitted the following

REPORT

[To accompany H.R. 3222]

The Committee on Appropriations submits the following report in
explanation of the accompanying bill making appropriations for the
Department of Defense, and for other purposes, for the fiscal year
ending September 30, 2008.

BiLL ToTALSs

Appropriations for most military functions of the Department of
Defense are provided for in the accompanying bill for the fiscal
year 2008. This bill does not provide appropriations for military
construction, military family housing, civil defense, and military
nuclear warheads, for which requirements are considered in con-
nection with other appropriations Acts. This bill again provides ap-
propriations for Basic Allowance for Housing; the Defense Health
Program; Facilities Sustainment, Restoration, and Modernization
(FSRM); and environmental restoration programs consistent with
the Committee’s reorganization at the beginning of the 110th Con-
gress.

The President’s fiscal year 2008 budget request for activities
funded in the Department of Defense Appropriations Act totals
$463,143,300,000 in new budget obligational authority for the base
military bill. The amounts recommended by the Committee in the
accompanying bill total $459,594,495,000 in new budget authority,
a decrease of $3,548,805,000 below the budget estimate, and
$39,722,516,000 above the sums made available for the Depart-
ment of Defense for fiscal year 2007, excluding emergency supple-
mental appropriations.
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The Committee recommendation does not include supplemental
emergency appropriations requested by the President for fiscal year
2008 contingency operations related to the global war on terror.

The Committee has deferred consideration of this matter to a
later date. During the Committee’s deliberations on the fiscal year
2008 war supplemental, the following issues will be considered:

¢ Funding for additional C-17 cargo aircraft

¢ Funding for Mine Resistant Ambush Protected vehicles

e Shortfalls in funding for the Defense Health Program cre-
ated by the so-called “efficiency wedge”

e Shortfalls in Basic Allowance for Housing

¢ Funding for additional Blackhawk MEDEVAC helicopters

¢ Funding for the Department’s Global Train and Equip pro-
gram

e Funding for our strategic reserve’s readiness and equip-
ment reset and recapitalization

COMMITTEE BUDGET REVIEW PROCESS

During its review of the fiscal year 2008 budget request and exe-
cution of appropriations for fiscal year 2007, the Subcommittee on
Defense held a total of 31 budget hearings and 4 formal sub-
committee briefings during the period of January to May 2007. Tes-
timony received by the Subcommittee totaled 3,127 pages of tran-
script. Hearings were held in open session, except when the secu-
rity classification of the material to be discussed presented no al-
ternative but to conduct those hearings in executive or closed ses-
sion.

SELECT INTELLIGENCE OVERSIGHT PANEL

House Resolution 35 established the Select Intelligence Oversight
Panel (Select Panel). The Select Panel has the goals of executing
greater focus and better oversight on intelligence programs. The
resolution indicates that the Panel shall review and study on a con-
tinuing basis budget requests for and execution of intelligence ac-
tivities. In the course of conducting its review, the Panel has held
six hearings to date totaling over 400 pages of testimony on the
major components of the National and Military Intelligence pro-
grams. In addition, the Panel heard worldwide threat briefings pre-
sented by the Director of National Intelligence and the Director of
the Central Intelligence Agency, and has received periodic intel-
ligence updates on regional topics.

The Panel’s responsibilities include preparing a report to the De-
fense Subcommittee on Appropriations on an annual basis con-
taining budgetary and oversight observations and recommenda-
tions for use in preparation of the classified annex accompanying
the Defense Appropriations bill. This report was transmitted with
classified attachments to the Defense Appropriations Subcommittee
on July 11, 2007. The recommendations contained therein were
used by the Defense Subcommittee in developing the classified
annex accompanying this bill.

INTRODUCTION

Our national conscience is justifiably focused on the wars in Iraq
and Afghanistan. The Committee and the country are deeply grate-
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ful for and inspired by the dedication, service, and sacrifice of our
men and women in uniform, their families, and those who support
them. Yet, we cannot let this concentrated national focus distract
our attention from the needs of our service members and their fam-
ilies here at home, and the imperative to prepare our forces for cur-
rent and future conflicts. This is the challenge facing the Com-
mittee today, and our Nation for the foreseeable future.

To address that challenge, the Committee’s recommendations
achieve a balance between preparing units for near-term deploy-
ments, supporting our military members and their families, and
modernizing our forces to meet future threats. Highlights of the
Committee’s recommendations are as follows:

Supporting our Troops and their Families.—First and foremost,
the Committee recommends robust funding for programs important
to the health, well-being, and readiness of our forces. In addition,
the Committee proposes several initiatives that address issues
raised by troops, their families, and Department of Defense officials
in testimony before the Committee, and discovered through visits
to military bases in the United States and overseas.

¢ Funding of about $2,200,000,000 is recommended to cover the
full cost of a 3.5% military pay raise, as approved in the House
gelrl'sion of the Fiscal Year 2008 National Defense Authorization

ill.

e Under their “Grow-the-Force” initiatives, the Army and Marine
Corps propose to add 7,000 and 5,000 new troops, respectively. The
personnel costs of these increases are fully covered in the bill, as
are the associated equipping and outfitting costs. For the Army
alone, the equipping costs amount to more than $4,000,000,000 and
for the Marine Corps, the equipping costs amount to more than
$2,000,000,000.

e Home-stationing training, optempo, and flying-hour costs are
funded at robust levels. All told, the Committee’s recommendations
provide for a 13% increase in funding for these activities over last
year’s level.

o The military services’ force structure and basing infrastructure
are in a state of transition. The Army, in particular, has been
forced to manage significant changes in force structure (known as
Army Modularity), base closures, and a global repositioning of
forces, all while meeting the demands of war. Based on information
provided by the Army, the Committee recommends an important
new initiative to assist the service in meeting this challenge. The
Committee proposes adding $1,232,400,000 to the Army’s facilities
sustainment and restoration budget request to offset the growing
infrastructure costs associated with the global repositioning of its
forces. These funds will be used to fix barracks, improve child care
facilities, and enhance community services at Army bases through-
out the United States, Europe, and Korea. This funding will only
partially cover the Army’s needs. As such, the Committee will ad-
dress additional infrastructure cost requirements during consider-
ation of the fiscal year 2008 emergency supplemental request. Fur-
ther, the Committee intends to work with all the military services
to better understand and respond to their basing and infrastruc-
ture needs during this time of significant upheaval.

e Another initiative proposed by the Committee directly re-
sponds to the needs of our military families. Total funding of
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$2,915,800,000 is recommended for the military’s family advocacy
programs, childcare centers, and dependent’s education programs.
This amount is an increase of $558,400,000 over the Administra-
tion’s request, with the lion’s share of the increase allocated to
DoD’s family advocacy programs. This program provides coun-
seling, education, and support to military families affected by the
demands of war, and episodes of child or spouse abuse.

e The Committee’s recommendations continue its long tradition
of supporting the Department’s health programs. The Committee
proposes several initiatives and additional funding to address
health care issues raised over the past year, including improving
the Department’s health record-keeping and fostering better coordi-
nation between DoD and the Department of Veterans Affairs, en-
hancing preventative medicine programs, and advancing military
medical research.

e Protecting our forces abroad must be matched with a commit-
ment to protect our forces and their families here at home. Thus,
the Committee proposes a new initiative to enhance the security of
military bases in the United States. Funding of $268,100,000 is al-
located for perimeter security force protection and related facility
security improvements, an increase of $141,900,000 over the Presi-
dent’s budget request. These funds will be used to erect better pe-
rimeter fencing, provide more secure entry and exit controls, and
improve situational awareness and response capabilities at military
bases and hospitals.

Preparing for the Future—In 1796, President George Wash-
ington counseled the Nation to be, “Taking care always to keep our-
selves by suitable establishments on a respectable defensive pos-
ture.” The Committee’s recommendations abide by that counsel,
providing robust funding for weapons systems purchases and re-
search programs designed to meet future threats.

e The Committee supports full funding, as requested, for key
weapons procurements, including the F-22 and F-35 tactical fight-
er aircraft programs.

¢ Increases above the President’s request are allocated for devel-
opment programs that address “asymmetric” threats from weapons
of mass destruction and cruise missiles. Additional funding of
$15,000,000 is provided to pursue cruise missile defense;
$25,000,000 for chemical and biological defense research programs;
$26,500,000 for fissile material detection research and $50,000,000
for the former Soviet Union Threat Reduction account to counter
weapons proliferation.

e To support the Army’s evolution to a larger, more lethal, and
more rapidly deployable force, the Committee recommends adding
funding of $1,102,000,000 to outfit a new, eighth Stryker brigade.

e Testimony before the Committee revealed that our National
Guard and Reserve forces continue to suffer from equipment short-
falls. To address this need, the Committee recommends providing
an additional $925,000,000 to purchase Guard and Reserve equip-
ment. These additional funds will enhance these forces’ ability to
meet overseas deployment demands, as well as to respond to nat-
ural disasters here at home.

Economic Stability.—Fostering economic stability in DoD’s weap-
ons modernization programs has been a consistent theme of the
Committee. Analyses completed in recent years about DoD’s acqui-
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sition program all conclude that, without improving stability in
these programs, it’s quite likely that the military will not be able
to achieve the numbers of weapons systems required to equip cur-
rent force structure at the estimated costs. As such, the Committee
is proposing a series of recommendations that would help stabilize
certain programs by adding funds and/or adjusting procurement or
development schedules.

e The Navy’s shipbuilding program has been beset by planning
and resource instability for several years running, resulting in
ever-increasing costs to the American taxpayer. Clearly, at current
production rates and price levels, the Navy will be unable to meet
its force structure requirements in the future. The Committee has
responded by providing funds for an additional five ships. To pur-
chase these ships, the Committee recommends adding a total of
$3,698,000,000 above the Navy’s request for shipbuilding and sea-
Lift.

e The success of the Department’s Joint Strike Fighter (F-35)
program is critical to our Nation’s ability to field a modern, capable
fighter aircraft fleet for decades to come. To maintain stability in
this program—and limit the potential for cost increases over time—
the Committee recommends an increase of $200,000,000 for F-35
production enhancements. These funds are to be used to outfit fa-
cilities with the latest in production line equipment and work-flow
technology. In addition, the Committee recommends including
$480,000,000 to continue development of an alternative engine for
this aircraft, thereby ensuring a competitive base for engine pro-
duction.

Accountability—The Committee’s fiduciary responsibility to the
American taxpayer requires holding accountable organizations, offi-
cials, and programs that have performed poorly. Moreover, wasted
resources and procedural abuses ultimately come at the expense of
our military men and women. The Committee focused attention on
the following issues:

e Fiscal discipline: For some time, the Committee has raised
concerns about the challenges facing the Department’s financial
managers. Some argue that fiscal discipline within the Department
has eroded over time, severely constraining the Department’s sen-
ior officials and the Congress’ program and financial oversight. Re-
garding this matter, the Committee proposes several important ini-
tiatives to improve DoD’s fiscal discipline and Congressional over-
sight. These initiatives are described later in this report.

e Contracting Out: The Committee also has registered concern
about the Department’s unabated appetite for contracting out serv-
ices and functions once performed by military members or DoD ci-
vilians. Though clearly necessary to offset reductions in military
and civilian personnel levels that occurred over time, the Com-
mittee believes that the Department has failed to manage ade-
quately and oversee the growth in, and cost-effectiveness of, con-
tracting out. It is also clear that the majority of DoD’s service con-
tractors has performed and will continue to perform well. Yet,
abuses by some organizations, coupled with DoD’s lack of an effec-
tive contractor management and oversight regime, has cast a pall
over the service contractor community writ large. This must be re-
versed. The Committee recommends strong steps to do so. In an-
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other section of this report, the Committee’s recommendations for
improving contract oversight are described.

o Troubled procurement programs: Several of the Department’s
major weapons acquisition programs have experienced considerable
cost growth and/or poor execution. For each of these programs—in-
cluding the Navy’s Littoral Combat Ship, the Air Force’s combat
search and rescue helicopter, and several unclassified and classi-
fied satellite purchases—the Committee recommends significant
adjustments to the Pentagon’s request.

e Basic research: In testimony received by the Committee, and
through information provided by the Department and third-party
groups, the Committee learned that the percent of basic research
funding allocated to Department and research organizations’ over-
head costs has grown to unwarranted levels. To reverse this trend
and ensure that the Department’s basic research dollars are being
used for the purposes intended by Congress, the Committee rec-
ommends a general provision limiting the percentage of overhead
costs that can be covered in basic research contracts.

Improving military readiness, addressing the toll of war on our
forces, and preparing them for future conflicts require a national
commitment to provide adequate resources for the Department of
Defense and intelligence community now and in the future. The
Committee’s efforts reflect its strong commitment to our men and
women in uniform, their families, and those individuals and organi-
zations working in support of them.

STABILITY IN THE MIDDLE EAST

At this time in our Nation’s history, no measure providing fund-
ing for the Department of Defense can be considered outside the
context of the Iraq war. As the Committee has endeavored to strike
a balance between supporting our forces’ needs today and for the
future, it also has been mindful that the evolution of the United
States’ military presence in the Middle East will have a significant
effect on how our forces are to be structured, readied and resourced
in the years to come.

All would agree that achieving stability in the Middle East is an
enduring U.S. national security goal. Attaining that goal will re-
quire fully employing all elements of U.S. power: diplomacy, eco-
nomic support and military might. While much has been written
about the need for the United States to refocus its diplomatic and
economic support activities in and around Iraq, there apparently
has been little thought given to or explanation of what the long-
term U.S. military presence in the region may be.

The reliance on the U.S. military alone to achieve “victory” in
Iraq, without a coordinated diplomatic and economic aid plan, has
left our forces weakened and with little strategic reserve to address
other threats to our country. Moreover, the recent “surge” in de-
ployments to Iraq has exacerbated the demands on our ground
forces, with little evidence thus far that the increased troop num-
bers in theater have notably improved the security and stability of
that country. Yet, the strains on our military are clearly evident:
units across-the-board have had their tours of duty extended to 15
months while those back home struggle to meet deployment dead-
lines for lack of personnel and equipment; the costs of recruiting
and retaining soldiers continue to spiral upward, even as standards
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have been lowered to meet monthly recruiting goals; and, each ap-
pearance before Congress by senior military and DoD officials
brings new and higher estimates of the costs for rehabilitating our
forces once they return home.

Lessening the strains on the military forces can only be accom-
plished by relinquishing our overwhelming reliance on them to sta-
bilize and secure Iraq. But doing so must occur in conjunction with
an understanding of and consensus on the broader, more strategic
interests of the United States in the Middle East.

FiscAL MANAGEMENT

For some time now, the Committee has expressed considerable
concern over an erosion of DoD’s fiscal discipline. That erosion is
reflected primarily in the Department’s use of emergency supple-
mental funding to cover what were once considered to be base
budget costs, particularly weapons modernization and force struc-
ture costs. In this bill, the Committee has endeavored to begin re-
storing traditional funding criteria to these respective appropria-
tions matters. Thus, recommendations for this fiscal year 2008 De-
fense Appropriations bill focus on non-incremental war costs and
preparing for future threats by funding enduring personnel bene-
fits, force structure initiatives (such as Army modularity and
“Grow-the-Force” programs), infrastructure improvements, home-
station training, and weapons modernization programs. The Com-
mittee’s deliberations on the fiscal year 2008 war supplemental,
however, will be tailored to funding those programs and incre-
mental costs that are arguably related to the war efforts. Satisfying
these criteria requires the shifting of funds between the base bill
and supplemental requests. As such, the Committee recommends
deferring consideration of certain funding requests made for the
base fiscal year 2008 Defense bill to the emergency supplemental.
Conversely, the Committee recommends that certain programs re-
quested by the Administration in its fiscal year 2008 Global War
on Terror emergency supplemental receive funding in this legisla-
tion as such items are more appropriately funded in the base budg-
et.

Further, the Committee believes that seeking funding for weap-
ons modernization programs and enduring force structure trans-
formations in emergency supplemental requests conveniently
eludes the procedural mechanisms designed to ensure that the
most important priorities are resourced. There can be no doubt that
the Department’s financial officers have faced considerable chal-
lenges in managing both the war and base budgets. Nonetheless,
a fiscal “flabbiness” has infected the Defense budgeting process—
a situation that must be corrected. To ensure that sound budgetary
and fiscal procedures are re-invigorated, the Committee rec-
ommends a general provision that requires the Department to in-
clude all funding for both non-war and war-related activities in the
President’s fiscal year 2009 annual Defense budget request.

Planning, Programming and Budgeting System (PPBS).—For
over 40 years, the Department of Defense followed the Planning,
Programming and Budgeting System (PPBS) as the process for as-
sessing and prioritizing requirements and allocating resources. The
PPBS process established long-range national security planning ob-
jectives, analyzed the costs and benefits of alternative programs
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that would meet those objectives, and translated programs into
budget proposals. The improvements that PPBS offered over pre-
vious budgeting processes were that: (1) it emphasized objectives,
focusing less on changes from the prior-year budget and more on
long-term objectives, and (2) it linked planning and budgeting.
PPBS instilled a process that clearly defined a procedure for dis-
tributing available resources equitably among competing programs.

Beginning in 2003, the PPBS process has been significantly al-
tered, splintering planning into two phases and requiring that the
program and budget reviews occur simultaneously. The process
changes were ill-conceived and have had significant and lasting ad-
verse implications. Today, sequential steps to plan adequately or
refine a plan into budget-level detail do not exist. Further, con-
ducting a simultaneous program and budget review eliminate the
inherent discipline in the process which force resource allocation
decisions to occur deliberatively, resulting in unnecessary confusion
and wasted effort. The time and attention required to harmonize
simultaneous program and budget reviews detract from the Depart-
ment’s ability to scrutinize fully its fiscal requirements. As a result:

—the focus on program objectives has diminished;

—the inextricable link between planning and budgeting has
been severely damaged;

—reliance on funds transfers and reprogrammings within
DoD have grown significantly, often correcting inadequacies
that should have been identified earlier in the Department’s
internal review process with the purpose being to fix holes in
key programs originally created during the DoD budget review;

—supplemental requests and the Department’s reliance on
them have grown and increasingly resemble base budget re-
quests; and lastly,

—Congress is forced to make increasingly difficult funding
decisions in the absence of a rigorous budget review by the De-
partment.

Accordingly, the Committee recommends that the Secretary of
Defense institute a process for assessing and prioritizing require-
ments and allocating resources which is supportive of thorough, de-
liberative program and budget review and more fully utilize the ef-
forts of the dedicated and talented DoD civil servants. The Commit-
tees recommendation includes several directions to address the
Euldget execution process within the Department, as discussed

elow.

Re-baselining.—Generally accepted reprogramming procedures
and those procedures outlined in the Department of Defense Finan-
cial Management Regulation require the approval of Congress prior
to transferring operation and maintenance funding in excess of
$15,000,000 from those levels appropriated by Congress. However,
through a “rebaselining” process or “free move”, the Department
has transferred excessive amounts of funds—a total of
$2,500,000,000 in fiscal year 2007—without the approval of Con-
gress. This re-baselining process, as it has evolved, vitiates Con-
gressionally approved resource allocations provided in annual ap-
propriations Acts, impedes the ability of Congress to perform its
oversight responsibilities, and abrogates Congressional intent.
Moreover, the Committee notes that the Department has failed to
comply with certain reprogramming requirements as they relate to
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specific subactivity groups within the Operation and Maintenance
appropriations. These actions reflect a continuing erosion of fiscal
discipline within the Department of Defense. Accordingly, the Com-
mittee directs the Department to cease the reallocation of funds
through a re-baselining procedure, and further directs the Depart-
ment to comply fully with the reprogramming procedures contained
in this report. The Committee remains cognizant of the need for
the Department to re-align certain appropriations and commits to
work with the Department to address these concerns.

Base for Reprogramming Actions.—The Committee notes that the
Department was not able to provide in a timely manner the Base
for Reprogramming Actions report, or DD form 1414, for the cur-
rent fiscal year. This report is to be provided to the House and Sen-
ate Committees on Appropriations soon after the enactment of the
annual appropriations Act to establish the baseline from which the
Department is to execute its programs. The report also serves as
the benchmark from which Congress and the Committee can assess
all transfers and reprogrammings. However, the DD 1414 was not
submitted to the Committees on Appropriations until nearly nine
months after the fiscal year had commenced and after the Depart-
ment had submitted over $700,000,000 in reprogramming requests
requiring Congressional approval. When the report was submitted,
it was incomplete, omitting each of the active services’ operation
and maintenance accounts. Moreover, it excluded a “re-baselining”
or realignment in excess of $2,500,000,000 in operation and main-
tenance funds from activities for which they were originally appro-
priated. The Committee believes that such funds management is
unacceptable and suggests that the Department does not execute
its programs consistent with Congressional direction. Accordingly,
the Committee has recommended a general provision that requires
the Department to submit the DD 1414 within 60 days after the
enactment of the Act. In addition, the provision prohibits the De-
partment from executing any reprogramming or transfer of funds
for any purpose other than originally appropriated until the afore-
mentioned report is submitted to the Committees of Appropriations
of the Senate and the House of Representatives.

Items or subactivities for which funds have been specifically pro-
vided in an appropriations Act (including joint resolutions pro-
viding continuing appropriations), accompanying reports of the
House and Senate Committees on Appropriations, or accompanying
conference reports and joint explanatory statements of the com-
mittee of conference shall be carried in the Base for Reprogram-
ming Actions (DD form 1414), irrespective of whether or not the re-
port uses the phrases “only for” or “only to”.

New starts.—The Committee recommends a general provision
that prohibits the initiation of a new start program through a re-
programming of funds unless such program must be undertaken
immediately in the interest of national security and only after writ-
ten notification to the congressional defense committees. The use of
reprogramming authorities to initiate new starts should be used
seldomly, and if at all, only in times of national emergency. Start-
ing new programs through the use of reprogramming authorities in
the year of execution creates additional funding requirements in
the ensuing budget year, and rarely does the Administration sub-
mit budget amendments to reallocate its funding requirements re-
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flecting the new fiscal realities created by the new program starts.
As such, the Committee’s ability to review fully the program’s cost-
effectiveness and mission utility vis-a-vis other military programs
is denied. The Committee notes that the fiscal year omnibus 2007
reprogramming includes new starts totaling nearly $110,000,000.
The Committee is not pleased with the Department’s increasing
use of its reprogramming authorities to initiate new program
starts, and accordingly, directs the Department not to use re-
programming authorities provided in this Act to initiate new pro-
grams unless such programs are emergency requirements.

General transfer authority (GTA).—A provision is recommended,
consistent with previous appropriations Acts, providing for the
transfer of funds for higher priority items, based on unforeseen
military requirements than those for which originally appropriated.
This authority has been included annually to respond to unantici-
pated requirements that were not known at the time the budget
was developed and after which time appropriations were enacted.
This authority has grown significantly over the past several years,
from $2,000,000,000 in fiscal years 1997 through 2001, rising pre-
cipitously in fiscal year 2005 to $6,185,000,000. In fiscal year 2007,
the GTA was $4,500,000,000 and the Department has requested
$5,000,000,000 in GTA for fiscal year 2008. While the waging of
war certainly has increased the need for flexibility in executing the
Department’s resources, the Committee fears that the Department
has come to rely on reprogramming and transfer authority in lieu
of a thoughtful and deliberative budget formulation and fiscal man-
agement process. In an effort to restore fiscal management to the
Department, while allowing for the flexibility in executing appro-
priations for a nation at war, the Committee recommends for fiscal
year 2008 general transfer authority of $3,200,000,000, the same
level as provided in fiscal year 2004 after adjustments to reflect
GTA as a percent of total appropriations.

Reprogrammings for Operation and Maintenance Accounts.—Be-
ginning in fiscal year 2008, the Committee imposes new account-
ability and reprogramming guidelines for programs, projects and
activities within the Operation and Maintenance appropriations.
The Committee believes that such revisions are necessary given the
unique nature of activities funded within these appropriations con-
tinuing concerns about force readiness, and recent budget execution
within these accounts. The specific revisions are addressed later in
this report in Title II, Operation and Maintenance.

CONTRACTED SERVICES AND ACQUISITION MANAGEMENT

A year ago, the Committee expressed concern about the increas-
ing costs of operating our military forces. To gain better insight
about the factors generating an increase in operation and mainte-
nance costs, the Committee directed, in House Report 109-504,
that the Government Accountability Office (GAO) prepare a com-
prehensive analysis of contracting out services, as well as other fac-
tors that may be driving up costs. GAO found that between the
years 2000 to 2005, the cost of operation and maintenance service
contracts increased more than 73 percent. Over the same period,
DoD civilian pay costs increased 28 percent, and total DoD pay
costs went up by 34 percent. However, despite the growing and
seemingly unconstrained reliance on contractors to accomplish
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DoD’s mission, no system of accountability for contract service cost
or performance has been established.

The Committee is frustrated by the lack of accountability and
management of contracted services. DoD has increasingly relied on
private sector contractors, rather than uniformed or DoD civilian
personnel, to perform operation and maintenance-related work
such as logistics, facilities maintenance, base operations support;
information technology services; and administrative support. But,
responsibility for acquiring services within DoD is spread among
individual military commands, weapon system program offices, or
functional units on military bases. This decentralized management
results in little visibility at either the DoD or military department
level over the totality of DoD’s use of contractors to provide serv-
ices. GAO recently found that DoD only had reviewed proposed ac-
quisitions accounting for less than 3 percent of the funds obligated
for services in fiscal year 2005, and DoD was in a poor position to
regularly identify opportunities to leverage buying power or other-
wise change existing practices.

Focused management attention.—The Committee contends that
DoD is not providing sufficient management oversight to improve
the acquisition and management of contractor services. Tens of bil-
lions of dollars are expended for contract services each year. Man-
agement of contract services should be among DoD’s top priorities.
The Committee believes that the Department must improve man-
agement of contract services by instituting clear accountability
mechanisms; instituting unambiguous and short chains of com-
mand to the most-senior decision makers; and improving the track-
ing and reporting of contract service costs, and management of con-
tract service performance.

Increased contractor oversight.—The Committee directs the De-
partment to provide more robust staffing of contractor management
and oversight personnel. It is clear that DoD currently lacks the
means to provide proper oversight of its service contracts, in part
because of an insufficient number of contract oversight personnel.
While the spending for contracted services has grown, the size of
DoD’s workforce, including its contracting and acquisition work-
force, has been decreased significantly. For example, the Defense
Contract Management Agency’s (DCMA) workforce has been re-
duced by over 50 percent between the period 2000 to 2005, making
it more difficult for DCMA to provide thorough and meaningful
oversight of the Department’s increasing reliance on contracted
services.

The Committee recommends adding funds for additional DoD ci-
vilian personnel to provide enhanced contract-service management
and oversight. Further, the Committee added funds for the tem-
porary assignment of 600 General Services Administration contract
specialists on a reimbursable basis. The Committee provides the
following for contract-service management and oversight.

[$ in thousands]

Committee
recommended

Defense Contract Audit Agency +$12,000,000
Defense Contract Management Agency +17,000,000
Defense Inspector General +24,000,000
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[$ in thousands]

Committee
recommended

Reimbursable GSA Assistance +21,000,000

Minimum Standards for Contracted Security Service Personnel.—
DoD relies heavily on contracted security, both in the theaters of
operation as well as at home. The Committee is particularly con-
cerned that the oversight and administration of contracted security
services is woefully inadequate. This lack of oversight seemingly
has resulted in few, if any, operational standards and rules-of-en-
gagement to which contracted security organizations and individ-
uals must adhere. As such, the Committee directs the Secretary of
Defense to develop, no later than 90 days after the passage of this
Act, uniform minimum personnel standards for all contract per-
sonnel operating under contracts, subcontracts or task orders per-
forming work that includes private security functions. The stand-
ards, at a minimum, must include determinations about contrac-
tors using personnel with criminal histories, must determine the
eligibility of all private contract personnel to possess and carry fire-
arms, and determine what assessments of medical and mental fit-
ness of contracted security personnel must be undertaken. The Sec-
retary of Defense should develop a mechanism for contract account-
ability that specifies consequences for noncompliance with the per-
sonnel standards, including fines, denial of contractual obligations
or contract rescission. Finally, the Secretary is directed to establish
a clear set of rules-of-engagement for all contracted security per-
sonnel operating in the Iraq and Afghanistan theaters of oper-
ations. The Secretary shall submit the prescribed standards to the
congressional defense committees once the 90-day period referenced
above is completed.

Improving the Acquisition Workforce.—The Committee directs
that the Undersecretary of Defense for Acquisition, Technology,
and Logistics submit, within 90 days of enactment of this Act, a re-
port to the congressional defense committees analyzing the current
acquisition workforce personnel needs and the tools to recruit and
retain a workforce best positioned to provide appropriate contract
management and oversight of contractor performance. The report
should identify the most urgent shortages in the current acquisi-
tion workforce. The report should also recommend revisions to the
Department’s Strategic Human Capital Plan geared to enhancing
the Department’s ability to recruit and retain high performing ac-
quisition and contracting personnel and overcome obstacles to the
expedited hiring of talented acquisition professionals.

Enhancing Access to Small Business.—The Committee is con-
cerned about the access of small businesses to Department of De-
fense contracting and procurement. Moreover, the Committee rec-
ognizes that harvesting mature innovative technologies from the
Small Business Innovative Research (SBIR) programs has resulted
in cost avoidance and savings in Defense Department acquisition
programs. SBIRs have been invaluable in reintroducing competi-
tion and developing better capabilities for the warfighter. For ex-
ample, efforts such as open architecture technologies and improved
manufacturing processes championed by small businesses should
reduce acquisition costs and ensure that the military services can
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continue to support weapons systems once they become operational.
In order to facilitate entry into the defense marke